An audit committee is viewed as an essential self-regulatory internal governance instrument that is expected to provide an overseeing role over the entire process of financial reporting. An internal audit is also one of the corporate governance cornerstone that is essential for the effective monitoring of the operating performance of internal control. To ensure its effectiveness, the audit committee monitors the resources available to the internal audit, and internal control functions should be directly reported to the audit committee. This study is set out to explore the effect of audit committee characteristics (i.e independence, expertise, meeting and tenure) on internal audit budget in Malaysia, where governance mechanisms are suboptimal. The study also opens the door to an unanswered question, that is, whether an audit committee index is related to internal audit budget. Data of 96 companies listed on Bursa Malaysia for a three-year period, 2012-2014, was utilized to achieve this end. The regression result shows that there is audit committee meeting and index are significantly and positively associated with internal audit budget. They also indicate that audit committee tenure has a significant and negative impact on internal audit budget. The theoretical, practical, academic and regulatory implications of these findings were discussed in details. On one extreme, the findings of the study supports the recent policy initiatives in relation to audit committee and internal audit. On the other extreme, the result serves as a wake-up call to policy makers in requiring more committed, competent and skilled members on the audit committee. 
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In a same token, internal auditing has become a very crucial component of global businesses. It is a vital constituent of the risk management, internal control structure of the organization (Anderson, Christ, Johnstone & Rittenberg, 2012 (1996) . An empirical analysis of the relation between the board of director composition and financial statement fraud. Accounting Review, 443-465.
